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I. INTRODUCTION AND PURPOSE

PLEASE STATE YOUR NAME, AFFILIATION, AND BUSINESS
ADDRESS.

My name 15 Robert B. Hevertt 1 am a Pariner at Scotthadden, Inc.
(“ScottMadden™). My business address 1z 1900 West Park Drive, Suite 250,
Westborough, Massachusetts, 01581,

ARE YOU THE SAME ROBERT B. HEVERT WHO SUBMITTED DIRECT
TESTIMONY IN THIS PROCEEDING?

Yes, I submitted Direct Testimony (“Direct Testimony™) before the Public Service
Commission of South Carolina (“Commission™) on behalf Duke Energy Progress,
LLC {("Duke Energy Progress™ or the “Company™).

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

The purpose of my Rebuttal Testimony 1s to respond to the direct testimonies of
Mr. David C. Parcell, who testifies on behalf of the South Carolina Office of
Regulatory Staff (“ORS™): Ms—Bihe 5 TLaConte—whe-testifies on behalf Nucor
Steel —Seunth Carslina { Mucor y—and Mr. Steve W. Chriss, who testifies on behalf
of Walmart Inc. ("Walmart™) as their testimony relates to the Eeturn on Equity
("ROE™). My Rebuttal Testimony also responds to the direct testimony of Mr.
Zachary J. Payne, who testifies on behalf of OES, as his testimony relates to the

return on certain accounting deferrals.
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Q. PLEASE SUMMARIZE THE UPDATES YOU HAVE MADE TO THE
ANALYSES PRESENTED IN YOUR DIRECT TESTIMONY.

A I have updated many of the analyses contained in my Direct Testimnony with current
data as of February 15, 2019, including the Constant Growth and Multi-Stage DCF
analyses, the Capital Asset Pricing Model ("CAPM™), and the Bond Yield Plus Risk
Premium approach. I also I have updated myv proxy group based on recent data to
include Evergy, Inc.2® I refer to this proxy group as my “Updated Proxy Group™.

Q. HOW IS THE REMAINDER OF YOUR EREBUTTAL TESTIMONY
ORGANIZED?

A The remainder of my Rebuttal Testimony i1s organized as follows:

* Section III — Responds to ORS Witness Mr. Parcell;

* Section [V — Responds to Walmart Witness Mr. Chriss;
* Section VI — Responds to ORS Witness Mr. Payne; and

* Section VII — Summarizes myv updated analyvtical results and provides my
conclusion.

2 As enough time has passed since the merger between Great Plains Energy, Inc. and Westar Energy,

Inc. to form Evergy, Inc. (“Evergy™), I have included Evergy in my proxy group.
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that the fact that the market value of Duke Energyv’s common stock exceeds its book

value negates the need to recover flotation costs.

Q. HAS DUKE ENERGY RECENTLY ISSUED COMMON STOCK?

A Yes, it has. As noted in my Direct Testimony and in the Direct Testimony of
Company Witness Mr. Sullivan, on March 6, 2018, Duke Energy 1ssued 21,275,000
shares of common equity.!??

150 Direct Teshmoﬂj.r of Robert B. Hevert, at 66.
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3=IV.  RESPONSE TO THE DIRECT TESTIMONY OF MR. CHRISS

Q. PLEASE SUMMARIZE MR. CHRISS’S TESTIMONY REGARDING THE
COMPANY"’S ROE.

A Mr. Chriss opposes the Company’s proposed ROE based on his review of
authorized ROEs since 2016 and compansons to the Company’s and Duke Energy
Progress’ current authorized ROE in South Carolina and North Carolina.'” He
recommends the Commission “closely examine™ the Company’s proposed ROE “in
light of (1) the customer impact of the resulting revenue requirement increase; (2)
the use of risk-reducing rate-making structures such as the Company’s proposed

forward-looking [Gnid Improvement Program (“GIP™)] nder; and (3) recent rate

case ROEs approved by commissions nationwide. ™68 Like Ms TaConte Mr.

187 See Direct Testimony of Steve W. Chriss, at 7-8, 10-13.

143 Ibid . at 13. Clarification added.
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MEVL  SUMMARY OF UPDATED RESULTS AND CONCLUSION

Q. PLEASE SUMMARIZE YOUR UPDATED ROE ANALYSES AND
RESULTS.

A I have updated many of the analyses contained in my Direct Testtmony with current
data as of February 15, 2019, including the Constant Growth and Multi-Stage
Discounted Cash Flow analyses, the Capital Asset Pricing Model, the Empirical
CAPM., and the Bond Yield Plus Risk Premium approach. I also have updated my
proxy group based on recent data to include Evergy. Inc.!® My updated analytical

results are provided in Table 7 below.
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184 As enough time has passed since the merger between Great Plains Energy, Inc. and Westar Energy,

Inc. to form Evergy, Inc., I have included Evergy, Inc. in my proxy group.
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